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This Lease, made this 21 st day of February, 2009, by and between James W Grace and V.cki V Grace, husband and w.fe, whose address is 
8010 Redmond Gully Road, Bath, New York 14810, hereinafter collectively called "Lessor", and CHESAPEAKE APPALACHIA, LLC, an 
Oklahoma limited liability company, PO Box 6070, Charleston, WV 25362-0070, hereinafter called "Lessee" 

WITNESSETH, that for and in consideration of One Dollar ($ 1 00) and other good and valuable consideration, the receipt and sufficiency ot 
which is hereby acknowledged, and of the mutual covenants and agreements hereinafter set forth, the Lessor and Lessee agree as follows 

LEASING CLAUSE Lessor hereby leases exclusively to Lessee all the oil and gas including, but not limited to coal seam gas coalbed 
methane gas, coalbed gas, methane gas, gob gas, occluded methane/natural gas and all associated natural gas and other hydrocarbons and non- 
hydrocarbons contained in, associated with, emitting from, or produced/originating within any formation gob area, mined-out area, coal seam and all 
communicating zones, and their liquid or gaseous constituents, whether hydrocarbon or non-hydrocarbon underlying the land herein leased, together with 
such exclusive rights as may be necessary or convenient for Lessee, at its election, to explore for, develop, produce, measure and market production from 
the Leasehold, and from adjoining lands, using methods and techniques which are not restricted to current technology, including the right to conduct 
geophysical and other exploratory tests to drill, maintain, operate, cease to operate, plug, abandon and remove wells, to use or install roads electric 
power and telephone facilities and to construct pipelines with appurtenant facilities, including data acquisition compression and collection facilities tor 
use in the production and transportation of products from the Leasehold or from neighboring lands across the Leasehold, to use oil, gas, and non-domestic 
water sources, free of cost, to store gas of any kind underground, regardless of the source thereof, including the injecting of gas therein and removing the 
same therefrom, to protect stored gas, to operate, maintain, repair, and remove material and equipment 

DESCRIPTION The Leasehold is located in the Town of Baldwin, in the County of Chemung, the State of New York, and described as 

follows 



Tax Map No PT 84 00-1-28 

and is bounded formerly or currently as follows 

On the North by lands of Porter Hill Road 

On the East by lands of Barbara Sims, Stephen Matthews 

On the South by lands of Applegate Corporation 

On the West by lands of Kenneth Kahl 

including lands acquired from William Grace and Kathryn P Grace by virtue of deed dated December 29, 1971, and recorded m Deed Book 615, at 
Page 1013, and described for the purposes of this agreement as containing a total of 10 00 Leasehold acres, whether actually more or less and including 
contiguous lands owned by Lessor This Lease also covers and includes, in addition to that above described all land, if any, contiguous or adjacent to or 
adjoining the land above described and (a) owned or claimed by Lessor, by limitation, prescription, possession, reversion or unrecorded instrument or (b) 
as to which Lessor has a preference right of acquisition Lessor agrees to execute any supplemental instrument requested by Lessee for a more complete 
or accurate description of said land 

LEASE TERM This Lease shall remain in force for a primary term of Five (5) years from 12 00 A M February 21, 2009 (effective date) to 
11 59 PM February 21, 2014 (last day of primary term) and shall continue beyond the primary term as to the entirety of the Leasehold if any of the 
following is satisfied 

• (i) operations are conducted on the Leasehold or lands pooled/umtized therewith in search of oil gas, or their constituents, or 

• (n) a well deemed by the Lessee to be capable of production is located on the Leasehold or lands pooled/umtized therewith, or 

• (in) oil or gas, or their constituents, are produced from the Leasehold or lands pooled/umtized therewith, or 

• (iv) the Leasehold or lands pooled/umtized therewith is used for the underground storage of gas, or for the protection of stored gas, or 

• (v) prescribed payments are made, 

If Lessee's operations are delayed, postponed or interrupted as a result of any coal, stone or other mining or mining related operation under any 
existing and effective lease permit or authorization covenng such operations on the leased premises or on other lands affecting the leased premises such 
delay will automatically extend the primary or secondary term of this oil and gas lease without additional compensation or performance by Lessee for a 
period of time equal to any such delay postponement or interruption 

If there is any dispute concerning the extension of this Lease beyond the primary term by reason of any of the alternative mechanisms specified 
herein, the payment to the Lessor of the prescribed payments provided below shall be conclusive evidence that the Lease has been extended beyond the 
primary term 

EXTENSION OF PRIMARY TERM Lesse e has the option to ext e nd the primary term of this L e as e for one additional term of five (5) years 
from th e e xpiration of th e primary term of this Lease said ext e nsion to be under the same terms and conditions as contain e d in this Leas e Lesse e may 
exorcise this option to e xt e nd this L e as e if on or before the expiration date of the primary term of this Lease L e s s ee pays or t e nders to the Lessor or to the 
L e ssor's cr e dit an amount equal to the initial consideration giv e n for th e e xecution h e r e of Exercise of this option is at Less e e's sole discretion and may be 
invok e d by Less ee where no oth e r alternative of the Lease Term claus e e xt e nd s this Lease beyond the primary term 

NO AUTOMATIC TERMINATION OR FORFEITURE 

(A) CONSTRUCTION OF LEASE The language of this Lease (including, but not limited to, the Lease Term and Extension of Term clauses) 
shall never be read as language of special limitation This Lease shall be construed against termination, forfeiture cancellation or expiration and in favor 
of giving effect to the continuation of this Lease where the circumstances exist to maintain this Lease in effect under any of the alternative mechanisms set 
forth above In connection therewith, (i) a well shall be deemed to be capable of production if it has the capacity to produce a profit over operating costs, 
without regard to any capital costs to drill or equip the well, or to deliver the oil or gas to market, and (11) the Lessee shall be deemed to be conducting 
operations in search of oil or gas, or their constituents, if the Lessee is engaged in geophysical and other exploratory work including, but not limited to, 
activities to drill an initial well, to dnll a new well, or to rework, stimulate deepen, sidetrack, frac plug back in the same or different formation or repair a 
well or equipment on the Leasehold or any lands pooled/umtized therewith (such activities shall include, but not be limited to performing any preliminary 
or preparatory work necessary for drilling, conducting internal technical analysis to initiate and/or further develop a well obtaining permits and approvals 
associated therewith and may include reasonable gaps in activities provided that there is a continuum of activities showing a good faith effort to develop a 
well or that the cessation or interruption of activities was beyond the control of Lessee, including interruptions caused by the acts of third parties over 
whom Lessee has no control or regulatory delays associated with any approval process required for conducting such activities) 

(B) LIMITATION OF FORFEITURE This Lease shall never be subject to a civil action or proceeding to enforce a claim of termination, 
cancellation, expiration or forfeiture due to any action or inaction by the Lessee, including, but not limited to making any prescribed payments authorized 
under the terms of this Lease, unless the Lessee has received written notice of Lessor's demand and thereafter fails or refuses to satisfy or provide 
justification responding to Lessor's demand within 60 days from the receipt of such notice If Lessee timely responds to Lessor's demand, but in good 
faith disagrees with Lessor's position and sets forth the reasons therefore, such a response shall be deemed to satisfy this provision, this Lease shall 
continue in full force and effect and no further damages (or other claims for relief) will accrue in Lessor's favor during the pendency of the dispute, other 
than claims for payments that may be due under the terms of this Lease 

PAYMENTS TO LESSOR In addition to the bonus paid by Lessee for the execution hereof, Lessee covenants to pay Lessor, proportionate to 
Lessor's percentage of ownership, as follows 

(A) DELAY RENTAL To pay Lessor as Delay Rental, after the first year, at the rate of five dollars ($5 00) per net acre per year payable in 
advance The parties hereto agree that this is a Paid-Up Lease with no further Delay Rental and/or Delay in Marketing payments due to Lessor 
during the primary term hereof 

(B) ROYALTY To pay Lessor as Royalty, less all taxes, assessments, and adjustments on production from the Leasehold as follows 

1 OIL To deliver to the credit of Lessor free of cost, a Royalty of the equal one-eighth (1/8) part of all oil and any constituents thereof 
produced and marketed from the Leasehold 

2 GAS To pay Lessor an amount equal to one-eighth (1/8) of the revenue realized by Lessee for all gas and the constituents thereof 



produced and marketed from the Leasehold, less the cost to transport, treat and process the gas and any losses in volumes to point £<"°™^ *" 
r?™-m«*Pr™n.. e realized bv Lessee Lessee may withhold Royalty payment until such time as the total withheld exceeds fifty dollars ($50 00) 
detennines fte^ew^ue rea^ze^b^Lessee j^^^™^^ Lessee drills a wellon the Leasehold or lands pooled/unitized therewith that Lessee deems to 
be capable of Suction Wdoa not market producible gas, oil, or their constituents, therefrom and there ,sno other basis for extending this Lease 
term and until such time as marketing ,s estabhshed (or Lessee surrenders the Lease) a Delay in Marketing paymen 
ST» amoum ^frequency 7 the annual Delay Rental payment, and th.s Lease shall remain ,n full force and effect to the same extent as payment of 

(D) SHUT-IN tatheeventthatproducUonofoi^ga^ 
and mere s no pXmg 

me : LeaS I tte Xe^all remam m rail force and effect Dunng Shut-.n, Lessee shall have the nght to rework, stimulate, or deepen any well on the 

L^eMa"lUnelwell onle Leasehold man effort to re-estabhsh production, whemer from an ongmalpr^ 

Slot fllelTmatmeproducnonfrommeonly producing well^ 

I ease shall remain in full force and effect without payment of Royalty or Shut-in Royalty 

Lease shall remain ^ ^ mi matenals md reclalm a „ dlsturbed lands at the completton of activities and 

I e«ee agrees to repair any damaged improvements to the land and pay for the loss of growing crops or marketable timber 

^ STeR OfTa YMENT Lessee shall make or tender all payments due hereunder by check, payable to Lessor, at Lessor's la* known 
address and Lessee may withhold any payment pending notification by Lessor of a change in address Payment may be tendered by mail or any 
c^SatabTe mS"(™g , Federal Expres^fand payment is deemed complete upon mailing or dispatch Where the due date for any paymen. specified 
herein falls on a holiday, Saturday or Sunday, payment tendered (mailed or dispatched) on the next business day is timely U a 
herein IN LAND OWNERSHIP Lessee shall not be bound by any change in the ownership of the Leasehold until furnished wrth such 

documentation as Lessee may reasonably require Pendmg the receipt of documentation, Lessee may elect either to continue to make or wrthhold 

payments - ^1^^^"^^ that Lessor does no, have tttle to a» or any part of the nghts heretn .eased, Lessee m ay .mntedtate.y 

withhold payments that would be otherwise due and payable hereunder to Lessor until the adverse claim is fully resolved 

withhold Payme mfj discharge pas , due ^ mortgageSi JudgmC nts, or other liens and encumbrances on or 

against any land or interest included ,n the Leasehold, and Lessee shall be entitled to recover from the debtor, wuh legal interest and costs by deduction 
from any future payments to Lessor or by any other lawful means ... A , f ,u. mo „„„ ,„ 

(J) CHARACTERIZATION OF PAYMENTS Payments set forth herein are covenants, not special limitations, regardless of the manner m 
which the* payments may be invoked Any farture on the part of the Lessee to timely or otherwise properly tender payment » » » 

automatic termination expiration, cancellation or forfetture of th.s Lease Lessor recognizes and acknowledges that oil and gas lease payments in the 

L e e S ssorSer 

agrees that the payment terms, as set forth herein, and any bonus payments paid to Lessor constitute full consideration for the Leasehold Lessor ^further 
aSS that such payment terms and bonus payments are final and that Lessor w,ll not seek to amend or modify the lease payments or seek additional 
consideration based upon of any differing terms which Lessee has or will negotiate with any other lessor/oil and gas owner 

consideration "^"^^g^o^ , f Lessor owns a , esser lnterest ,„ the 01 i or gas than the entire undiv.ded fee simple estate, then the rentals 
(except for Delay Rental payments as set forth above), royalties and shut-.n royalties hereunder shall be paid to Lessor only m the proportion wh.ch 
Lessor's interest bears to the whole and undivided fee ^ - . , 

T TNTTT7 ATTON AND POOLING Lessor grants Lessee the right to pool, unitize, or combine all or parts of the Leasehold with other lands 
whether cont.guous or not contiguous, leased or unleased, whether owned by Lessee or by others, at a tune before or after drilling to create ^«"g « 
production units either by contract nght or pursuant to governmental authorization Pooling or unitizing in one or more instances shall not e^aust 
Lessee's pooling and unitizing rights hereunder, and Lessee is granted the nght to change the size, shape, and conditions of operation or payment of any 
umtcreated Lessor agrees to accept and receive out of the production or the revenue realized from me production of such unit such proportional share o^ 
the Royalty from each unit well as the number of Leasehold acres included m the unit bears to the total number of acres in the unit Otherwise as to any 
part of the unit drilling, operations in preparation for drilling, production, or shut-in production from the unit, or payment of Royalty, Shut-in Royalty 
Delay m Marketing payment or Delay Rental attributable to any part of the unit (mcluding non-Leasehold land) shall have me same effect ur^n me terms 
of this Lease as if a well were located on, or the subject activity attributable to, the Leasehold In the event of conflict or inconsistency between the 
Leasehold acres ascribed to the Lease and the local property tax assessment calculation of the lands covered by the Lease, Lessee may, at its option, rely on 
the latter as being determinative for the purposes of this paragraph . . T _ 

FACI LITIES Lessee shall not drill a well within 200 feet of any structure located on the Leasehold without Lessor s written consent Lessor 
shall not ericT^^ing or s^^ LeSSOr 
shall not improve, modify, degrade or restrict roads and facilities built by Lessee without Lessee's written consent 

CONVERSION TO STORAGE Lessee is hereby granted the nght to convert the Leasehold or lands pooled/unitized therewith to gas storage 
At the time of conversion, Lessee shall pay Lessor's proportionate part for the estimated recoverable gas remaining in any well drilled pursuant to this 
Lease using methods of calculating gas reserves as are generally accepted by the natural gas industry and in the event that all wells on the Leasehold 
and/or lands pooled/unitized therewith have permanently ceased production, Lessor shall be paid a Conversion to Storage payment in an amount equal to 
Delay Rental for as long thereafter as the Leasehold or lands pooled/unitized therewith is/are used for gas storage or for protection of gas storage, such 
Conversion to Storage payment shall first become due upon the next ensuing Delay Rental anniversary date The use of any part of the Leasehold or lands 
pooled or unitized therewith for the underground storage of gas, or for the protection of stored gas will extend this Lease beyond the pnmary term as to all 
rights granted by this Lease, including but not limited to production nghts, regardless of whether the production and storage rights are owned together or 

separately ^ ^ INTERESTS Lessor hereby warrants generally and agrees to defend title to the Leasehold and covenants that Lessee shall have 
quiet enjoyment hereunder and shall have benefit of the doctnne of after acquired title Should any person having title to the Leasehold fail to execute this 
Lease the Lease shall nevertheless be binding upon all persons who do execute it as Lessor 

LEASE DEVELOPMENT There is no implied covenant to drill, prevent drainage, further develop or market production within the pnmary 
term or any extension of term of this Lease There shall be no Leasehold forfeiture, termination, expiration or cancellation for failure to comply with said 
implied covenants Provisions herein, including, but not limited to the prescribed payments, constitute mil compensation for the pnvileges herein granted 

COVENANTS This Lease and its expressed or implied covenants shall not be subject to termination, forfeiture of nghts, or damages due to 
failure to comply with obligations if compliance is effectively prevented by federal, state or local law, regulation, or decree, or the acts of God and/or third 
parties over whom Lessee has no control 

RIGHT OF FIRST REFUSAL If at any time within the pnmary term of this lease or any continuation thereof, Lessor receives any bona tide 
offer acceptable to Lessor, to grant an additional lease ("Top Lease ') covenng all or part of the Leasehold, Ussee shall have the continuing option by 
meeting any such offer to acquire a Top Lease on equivalent terms and conditions Any offer must be in writing and must set forth the proposed Lessee s 
name bonus consideration and royalty consideration to be paid for such Top Lease, and include a copy of the lease form to be utilized reflecting all 
pertinent and relevant terms and conditions of the Top Lease Lessee shall have fifteen (15) days after receipt from Lessor of a complete copy of any such 
offer to advise Lessor in wnting of its election to enter into an oil and gas lease with Lessor on equivalent terms and conditions If Lessee fells to notify 
Lessor within the aforesaid fifteen ( 1 5) day penod of its election to meet any such bona fide offer, Lessor shall have the nght to accept said offer Any Top 
Lease granted by Lessor in violation of this provision shall be null and void 

ARBITRATION In the event of a disagreement between Lessor and Lessee concerning this Lease, performance thereunder or damages caused 
by Lessee's operations the resolution of all such disputes shall be determined by arbitration in accordance with the rules of the Amencan Arbitration 
Association All fees and costs associated with the arbitration shall be borne equally by Lessor and Lessee 

ENTIRE CONTRACT The entire agreement between Lessor and Lessee is embodied herein No oral warranties representations, or promises 
have been made or relied upon by either party as an inducement to or modification of this Lease 

TITLE CURATIVE, Lessor agrees to execute affidavits, ratifications, amendments, permits and other instruments as may be necessary to carry 
out the purpose of this lease 



SURRENDER. Lessee at any time, and from ^X^T^^ " 

eZntweU^ipeimes^ 

SUCCESSORS All nghts, dut.es, and ,ab,lm«he«m toe^ 

forcf. MAJEURE All express or implied covenants jff'^^^ are prevented or delayed by such laws, 

roles, regulations or orders, or by inab^^ 

fire, flood, adverse weatte condition*, war, saboUM^ 

for product™ orfanureofpurchas^ 

Lease shall not termuiate, m whole or in part . °<f"se of such rfanTe^press or imphed covenants of th.s Lease for fa-lure to comply 

added to the term hereof Lessee shall not be hable in damages for^ ^^1^ m es egu^ons or orders or operation offeree majeure 
,herew,th, .f comphance ,s prevented by, or fa,, ure ,s the result ^J^^^^^ ordlna nces and governmental orders If 
SEVERABILITY This Lease is intended to comply with ^ law ^ gr ' 1 J BSmeMet the remaining provis.ons shall survive 

any prov,s,on of this Lease is held byacour^ 

and continue m full force and effect to the maximum «^lowed by aw Ifa court « P ^ ^ ^ ^ ^ ^ ^ 

invalid, void, or unenforceable under applicable law, the court shall give the ^ £ rfflus Lease 

provision so as to conform to applicable law if that can be -one ma manner ^g^^5^^tad«nediobe«. ong«-l copy of th,s Lease 

rm INTE RP ARTS This Lease may be executed in one or more counterparts, eacnm wuv 
and all o f Xhlwhen taken together w,ll be deemed to constitute one and *e same agreement 

See Exhibit "A" attached hereto and made a part hereot, 

* THIS LEASE BECOMES FORFEITED, TERMINATED, ^^JS^SS^lZSiiSi^S^. 
A^SIGNED,TM ASSIGNEE ISITCQl^^^^ 

cJX?T S « SECTI ° N 15 - 3 ° 4 ° F ^ GENERAL 

OBLIGATION LAW 

TfflSISALEASEOFOILANDGASRIG^ 

YOU YOU HAVE THE RIGHT TO CANCEL THIS^ ^ A »E WITHW T^E BUS ORDER TO CANCEL 
THE LEASE BY NOTIFYING THE LESSEE .THAT YOU ^J^^^^^SEDKLOW.MAJXrrTO 
THIS LEASE, YOU J^^f"^/^ ^AMOI^T^ P^TO T^^OU BY ^TIE ^ES^EE WITHIN THE THREE-DAY 

SScKSU?^ *™ ™ E ™ DAY cancellation 

PERIOD TO BE EFFECTIVE 

NOTICE OF CANCELLATION 

I/WE HEREBY CANCEL THIS LEASE 
DATED 

SIGNATURE(S) 



TO PERSON PRESENTING THIS LEASE TO YOU Vglgk H™"™"™?™^^^]^ 

DESIGNATED IN THE CODE OF CONDUCT THE. V ^^^E^^Sc^^^mS(»^m^^ 
REQUIRED UNDER THE TERMS OF THE LEA SE ^ OF THE LEASE 

BE A DEFAULT UNLESS OTHERWISE P^VTDED BY ^LAW AND ^J^J^^^SS^c wmTEN 

%£Z WrZZuciflS-DAY PERIOD OTHERWISE THE LEASE SHALL BE CANCELED 

IN WITNESS WHEREOF Lessor hereunto sets hand and seal 



Subscnbing Witness 

M; 

Subscribing Witness . 




Subscribing Witness _ 
Subscnbing Witness _ 




(Seal)_ 



Documentpreparedby Chesapeake Appalachia, LLC PO Box 6070 Charleston West Virginia 25362-0070 



ACKNOWLEDGEMENT OF SUBSCRIBING WITNESS 



State of New York 
County of ClieuiuBg 

On^dayofFeb™^. 0.^2009,^^ theur^ed a WU b hc ,n and for sa,d S,a,e pe^ai,, appeared Marty Ka S p«r >e S u« 




witness to the foregoing mstawfent, with whorrjl am persoj 
Roads, Pennsylvai^C that he/she/theykno^(s) 
foregoing instrumen 
witness at the same 
My commission expires 

Signature / Notary Pu)4 _/ N^ r Vb^lH the" d fate 

Name / Notary Pubj/c (pnnt)^ / ST C UQCN COUNTY H Y 



duly sworn did depose and say that he/she/they reside(s) in Columbia Cross 
Irace, husband and wife , to be the individual described in and who executed the 
Grace and VickiV Grace, husband and wife, execute the same and that said 



immission Expires Sept 30, < / 



ACKNOWLEDGEMENT 



State of 



County of _ 
On the 



_ day of_ 



in the year 



before me the undersigned personally appeared 



personally known to me or proved to me on the basis of satisfactory evidence to be the indiv.dual(s) whose name(s) is (are) subscribed to the 
withm instrument and acknowledged to me that he/she/they executed the same m h,s/her/their capacity(ies) and that by h,s/her/their signature^) on the instrument the 
individual^) or the person upon behalf of which the mdrvidual(s) acted executed the instrument 

My commission expires . 

Signature / Notary Public . 

Name / Notary Public (print) 



Recorder Return to Chesapeake Appalachia, LLC Land Dept P O Box 6070 Charleston WV 25362 



EXHIBIT A 



New York, ^ ^ 

The following agreements and provisions shall supersede and govern the P™™ £ 
tteVnnted fofm text of this lease to the contrary, and shall inure to the benefit of, and be 
SXg uponle Tart- hereto and the, respective heirs, representatives, successors and 



assigns 



ZZSSZ'SSy carried on by Lessee pursuant to the terms of this lease damages, 
In Advent any ™™W > n or source located on these leased premises, 

t^TZ^££~ use its best efforts to correct any such damage, 
disturbance or injury 

iS^SSyjgS herein contained to the contrary, Lessee agrees me herein 
des^bedtS premise! shall not be used for the purpose of gas storage as defined by 
t ^ r?d7raT?nergy Regulatory Commission Any reference to gas storage contained in 
£s leaset Sy dZcd If Lessor wishes to enter mto an agreement regarding gas 
« im g AeLed premises with a third party, Lessor shall first give Lessee written 
n2 ofXI identity of the third party, the price or the consideration for which the third 
7X» ^ P^piedToffer, the effective date and closing date of the transaction and any 
2 formation respecting the transaction which Lessee believes would be matenal to 
^xe^rof Ae offenng Lessor does hereby grant Lessee the first option and right o 
^™e gaf storage nghts by matching and tendering to the Lessor any third party s 
offenng within 30 days of receipt of notice from Lessor 

tt™ZZ*Tv*™ ^ of any increase in ad valorem taxes attributable to, or 
resultmg E the assessment of oil Ld gas due to production from the leased premises 

g^SS^ and Lessee that, notwithstanding any language herein to 
tne conC aZil, gas or other proceeds accruing to the Lessor under this lease or by 
Ste lawTh'alT be wfthout deducuon, directly or indirectly, for the cost of producing, 
55 storing, separatmg, treating, dehydratmg, compressmg processing 
STrfng, and marketing the oil, gas and other products produced hereunder to 
SoTme product into marketable form, however, any such costs which result in 
enhScms the value of the marketable oil, gas or other products to receive a better pnce 
mtTe deducted from Lessor's share of production so long as they are based on Lessee s 
Sal cot oJ fSh enhancements However, ,n no event shall Lessor receive a price that 
is less than, or more than, the pnce received by Lessee 



Signed for Identification 
LESSOR 



James W Grace 




VickiV Grace 
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